Proposal of the legislation regarding actuarial practice

· The draft proposal is highly orientated on self-employed actuaries and experts opinion. The actuaries’ profession cannot be reduced to those who present official reports and advice. Internationally actuaries are defined by their technical competence independent from their status. Actuarial competence follows concrete requirements for actuarial examinations and continuing education that are standardized by the International Actuarial Association (IAA). The following chart might illustrate this.
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· Traditionally the actuarial associations are organizing the basic and continuing actuarial education against the background that the actuarial education has to follow the mentioned standardized international requirements. An actuary who has passed all exams fulfils the international standard of a “fully qualified actuary”. Apparently these requirements integrate actuarial practice that normally can’t be teached only by universities. Of course, the universities should be integrated in the education process as much as it is possible. The level of actuarial education can be compared with the education of the auditor’s profession and follows in principle the Bologna process of a master degree. So we’d like to propose that the draft proposal should refer to the international standard of basic and continuing actuarial education. It’s very important for the Russian Federation to stimulate actuarial education in order to cover the increasing demand of actuarial competence in the future.
· The draft proposal requires that an actuary has to be a member of an actuarial association. That’s right against the background that an internationally accepted actuarial association has to implement not only the mentioned education syllabus but also Codes of Conduct and a Disciplinary process. This follows the practice within the auditor’s profession. Considering these requirements there is no need for a participation of the actuaries in a compensation fund; that’s not an international standard. Liability insurance could be useful for those actuaries who have to present institutional or consultant reports. It should be mentioned that the majority of actuaries don’t need liability insurance and the compensation fund, whilst they have to pay for the minority of their colleagues. 

· Certification is another point that has to be decided. First: Certification by an authorized institution is different from the membership of the actuarial association. Second: But the criterias should follow minimum the criterias for “fully qualified actuaries” of the actuarial associations. There are countries in the eastern European area where these criterias are lower than the mentioned international standard. That would exclude the national actuaries from the international community of actuaries. It might be useful to implement a register where actuaries are certified who have special responsibilities and who have to present actuarial reports or actuarial advice. The authorized institution has to define the criteria. It shouldn’t be only an academic institution against the background that the education is orientated to practice. Maybe one could follow the practice for the auditors.
· The catalogue of duties and tasks mentioned in the draft proposal is not complete. It should describe the comprehensive area where the actuaries are working today. It shouldn’t stop at the liability side of an insurance company or pension fund, but should integrate the asset side as well as new trends in risk management and solvability. Following our discussion we had in Moscow the actuaries competence should cover the whole financial market. This would be a great chance for the Russian Federation to establish the most efficient and attractive actuaries system in the world against the background that financial markets grow together. Following these comments actuaries will be working in the
· calculating of premiums and reserves

· valuating and certifying technical reserves

· developing statistics for the insurance risks

· monitoring short/medium/long term solvency

· monitoring the adequacy of reinsurance

· monitoring the risk potential of assets and liabilities

· modelling the asset and liability portfolios

Of course, the profile of tasks differ between different branches. If there are institutional duties these tasks should be defined concretely.

· The draft proposal describes the role of the actuarial profession represented by the actuarial associations. It differs between actuarial legislation and actuarial guidance published by the actuarial associations in order to interprete the legal requirements and to follow international trends of expertise. In that respect the draft proposal decribes the role of an actuarial association rather well, though we’d like to propose that the leading institution in developing actuarial guidance should be the FSIS in cooperation with the actuarial profession. This is why the actuarial profession hasn’t been developed as much as it is in countries with a longer experience in actuarial practice.

· The draft proposal implements an institution (Art. 23) to integrate the different actuarial associations – assuming that there will be several actuarial associations. Only to inform you: You should know that in most countries of the world there is only one actuarial association accredited by the International Actuarial Association (IAA) and representing the actuarial profession of the country on an international level. These associations have to follow very concrete criteria to become a full membership in the IAA (actuarial education, Codes of Conduct, Disciplinary Process etc.). The Russian Guild of Actuaries is going to become a full member of the IAA. So we propose to have only one actuarial association to avoide very complicated communicating processes within the actuarial profession.

· The actuarial association isn’t the only player in the field of an efficient actuarial infrastructure. The role of the supervisory authority, the (potential) role of a Responsible Actuary, the requirements with regard to an actuarial report should be integrated in the legislation process parallel to the definition of an actuary and the actuarial associations- whereever. The picture below shows a typical example of the functions within deregulated markets.
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· To develop an efficient system of an actuarial infrastructure it is very useful to implement a Responsible Actuary within the companies. This function has to ensure long term fulfilling of the obligations to the policyholders. More and more countries are implementing this function that can be defined as follows:

· Ensuring long term fulfilling of the obligations to the policyholders

· Monitoring premium calculation based on prudent and serious assumptions

· Valuating and certifying the technical reserves based on pruden and serious assumptions

· Monitoring short/medium/long term solvency
· Ensuring the compatibility of the assets and the liabilities

· Presenting an actuarial report to the supervisory authority

· Monitoring the adequacy of reinsurance

The system of a Responsible Actuary has been implemented in many countries very efficiently, especially in Germany and Switzerland. It’s part of consumer protection in a deregulated market. Of course, the role of such a function must follow strong criterias. Against the background that the actuarial profession in the Russian Federation still hasn’t been developed as far as needed it should be useful to implement a transition period. That would stimulate the industry to invest in actuarial competence.
· Another important point is the actuarial report that should be presented via the board of the company to the supervisory authority. The report analyses the risk situation within the company and follows in principle the above mentioned topics defined for the function of a Responsible Actuary.

· The role of the supervisory authority should be defined very concretely, because it’s part of the deregulation process. It is very useful to implement a strong institution with actuarial competence against the background that it has to review the risk situation and the risk management of the companies. 
· In this context the Russian Federation should implement concrete legal requirements regarding actuarial principles as it is done within the European Union with regard to:

· Calculation of premiums and reserves, especially in the long term business

· Actuarial reporting

· Implementation of a Responsible Actuary system

· An efficient solvency regime
· The role of the Supervisory authority (rights and duties)
· Following the comments above the draft proposal could be structured as follows:

· Role of an actuary (definition, education etc.)

· Actuarial associations ( criteria, membership etc.)

· Actuarial infrastructure (role of the Supervisory Authority, role of the Responsible Actuary, liscening of actuaries, actuarial report)

· Actuarial guidance (legislation, selfregulating procedures etc.)
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